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process.4  These proposed curtailment procedure revisions would restructure the order in which 

SoCalGas and SDG&E curtail noncore customers to protect deliveries to higher priority 

customers while simplifying the process.5  In conjunction with proposals for revised curtailment 

procedures, SoCalGas and SDG&E also proposed to eliminate the San Joaquin Valley and 

Rainbow Corridor/San Diego open season requirements as well as the distinction between firm 

and interruptible noncore service.6 

Intervenor testimony was submitted on February 5, 2016, and rebuttal testimony was 

submitted on March 4, 2016, by SoCalGas and SDG&E as well as Southern California 

Generation Coalition (SCGC).  On the first day of scheduled hearings, the parties announced that 

they had agreed to settlement principles, and on April 28, 2016, a Curtailment Procedures 

Settlement was submitted for Commission approval by SoCalGas, SDG&E, the California 

Independent System Operator, Southern California Edison Company (SCE), SCGC, Indicated 

Shippers, and the California Manufacturers & Technology Association (CMTA).7  On July 14, 

2016, the Commission issued a decision—D.16-07-008—determining that the Curtailment 

Procedures Settlement is reasonable in light of the whole record, consistent with the law, and in 

the public interest, and approving the Settlement in its entirety and without modification.8 

D.16-07-008 closed this proceeding.9  But on July 29, 2016 the Commission issued D.16-

07-026 (Order Correcting Error in Decision 16-07-008) reopening the proceeding for 

consideration of the matters described in the Phase 2 discussion below. 

                                                 
4 D.16-07-008, mimeo., at 3. 
5 D.16-07-008, mimeo., at 3. 
6 D.16-07-008, mimeo., at 3. 
7 D.16-07-008, mimeo., at 2. 
8 D.16-07-008, mimeo., at 1. 
9 D.16-07-008, mimeo., at 17 (Ordering Paragraph 3: “Application 15-06-020 is closed.”) 



B

O

temporar

temporar

this summ

M

2016, the

for the m

in the mo

Amended

T

reached a

SoCalGa

Proposal 

Balancin

surpluses

               
10 D.16-06
11 Assigne
12 The term
earlier of:
450 MMc
D.16-06-0
13 The Da
resubmit t
procedure

 DAILB.

On March 1, 

rily establish

ry daily balan

mer and nex

Many custom

e parties agre

motion and to

otion.  On Ap

d Scoping M

The is
includ
balanc
operat

The second P

an agreemen

as, SDG&E, 

Settlement A

ng Settlemen

s using OFO

                   
6-021, mimeo
ed Commissio
m of the Dail
 (1) any supe

cfd of injectio
021, mimeo., 
aily Balancing
their daily ba
es do not prov

LY BALANC

2016, SoCal

hing 5% daily

ncing author

t winter due

mers interven

eed to partic

o convene a s

pril 14, 2016

Memo and Ru

ssues to be a
de the need f
cing on the S
tional constr

PHC convene

nt in principl

and 24 other

Agreement (

t,12 SoCalGa

O tariff proce

               
o., at 2. 
oner’s Amend
y Balancing S

erseding decis
on capacity an

Attachment 2
g Settlement a
lancing propo

vide the neces

CING MOT

lGas and SD

y balancing 

rization to en

 to operation

ned in opposi

cipate in an in

second prehe

6, Commissi

uling which

addressed in 
for temporar
SoCalGas an
raints at the A

ed on April 2

le to resolve 

r parties file

(Daily Balan

as and SDG&

dures rather

ded Scoping M
Settlement be
sion or order b
nd 1,395 MM
2 (Daily Bala
also provides 
osal during an
ssary supply-r

4 

TION AND 

DG&E filed a

on their syst

nhance reliab

nal limitation

ition to this m

nformal clar

earing confe

ioner Florio 

provides as 

this proceed
ily establish

nd SDG&E s
Aliso Canyo

20, 2016, an

the daily ba

ed a motion s

ncing Settlem

&E agreed to

r than daily b

Memo and Ru
egan upon Co
by the Comm
cfd of withdr
ncing Settlem
that: “SoCalG

nd after the Se
related respon

SETTLEM

a motion for

tems.  SoCa

ability and pr

ns at the Ali

motion, and

rification pro

erence (PHC

issued an A

follows: 

ding are expa
hing five perc
systems to a
on storage fie

nd the parties

alancing issu

seeking appr

ment).  Durin

o deal with s

balancing pro

uling at 2. 
ommission app
mission, (2) ret
rawal capacity
ment) at A-3.
Gas and SDG
ettlement term
nses, and the 

MENT 

r an interim o

lGas and SD

rotect agains

iso Canyon s

d at a hearing

ocess to und

C) to address 

Assigned Com

anded to 
cent daily 
ddress 
eld.11 

s indicated th

ues.  On Apri

roval of a Da

ng the term 

supply short

ocedures.13  

proval, and co
turn of Aliso 
y, or (3) Nove

G&E reserve t
m if low and h
other Settling

order 

DG&E sough

st curtailmen

storage field

g on March 2

erstand the b

the issues ra

mmissioner’s

hat they had

il 29, 2016, 

aily Balancin

of the Daily

tages and 

To facilitate

onclude on th
Canyon to at

ember 30, 20

the right to 
high OFO 
g Parties reser

ht 

nts 

.10 

28, 

basis 

aised 

s 

d 

ng 

y 

e this 

he 
t least 
16.  

rve 



5 

approach, the Daily Balancing Settlement provides that SoCalGas and SDG&E will make 

various temporary changes to their existing low and high OFO tariff provisions, including 

changing the existing 110% high OFO tolerance to a default of 105% that can be changed to 

110% at SoCalGas and SDG&E’s sole discretion.  The Daily Balancing Settlement included a 

number of provisions unrelated to reliability that are designed to address customer concerns.14  In 

addition, the Daily Balancing Settlement contained the following proposal regarding a Phase 2 in 

this proceeding: 

3.  The Settling Parties request that the Commission establish a 
subsequent phase in this proceeding to consider reliability 
measures that may be needed beyond November 30, 2016, in the 
event that by that date: (1) Aliso Canyon has not returned to the 
service levels set forth in Section 2, or (2) working inventory at 
Aliso Canyon is not at least 45 BCF. Parties will meet in good faith 
to address reliability measures that may be needed beyond 
November 30, 2016, through Clarification Sessions, informal 
meetings, and/or Rule 12 settlement discussions, and will provide a 
Status Report regarding their discussions to the Commission no 
later than September 8, 2016. Settling Parties, individually or 
jointly, may seek Alternate Dispute Resolution or other procedures 
earlier than September 8, 2016, and other Settling Parties may 
oppose such proposals.15 

On June 9, 2016, in D.16-06-021, the Commission approved the Daily Balancing 

Settlement in its entirety, including the above-referenced request for a Phase 2 to consider 

reliability measures that may be needed beyond November 30, 2016, and a September 8, 2016 

joint status report.16  In reaching this decision, the Commission explained that: 

                                                                                                                                                             
the right to oppose any future daily balancing proposal.”  D.16-06-021, mimeo., Attachment 2 (Daily 
Balancing Settlement) at A-5. 
14 The provisions of the Daily Balancing Settlement are summarized at pp. 5-7 of D.16-06-021.  
15 D.16-06-021, mimeo., Attachment 2 (Daily Balancing Settlement) at A-3.  In D.16-07-026 (Order 
Correcting Error in Decision 16-07-008), the Commission reopened the proceeding to facilitate such 
discussions and to provide a venue for parties to submit their September 8, 2016 status report.  D.16-07-
026, mimeo., at 1-2. 
16 D.16-06-021, mimeo., at 13-14 (Ordering Paragraphs 1 and 4). 
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SoCalGas and SDG&E urge the Commission to deny this proposal.  The provisions from 

the Daily Balancing Settlement are not needed for reliability this winter—in fact, most of them 

have nothing to do with reliability at all.  In addition, the Customer Coalition’s effort to create an 

indefinite ban on daily balancing is not appropriate. 

1. An indefinite ban on daily balancing would be unreasonable and unwarranted 

The first provision from the Daily Balancing Settlement that the Customer Coalition 

seeks to extend is the following: 

1. SoCalGas and SDG&E will deal with supply shortages and 
surpluses using OFO tariff procedures rather than daily balancing 
procedures. To do this, SoCalGas and SDG&E may be required to 
call both low and high OFOs for the same gas day, as is permitted 
under current tariffs.19 

If adopted, this provision would ban a potential new reliability tool for no reason other 

than the “continued limited availability of Aliso Canyon”—which is illogical. 

The referenced language made sense in the context of a settlement in which SoCalGas 

and SDG&E were agreeing to temporarily back off from their March 1, 2016 motion for an 

interim order temporarily establishing 5% daily balancing on their systems—especially since the 

settlement also provided as follows: 

SoCalGas and SDG&E reserve the right to resubmit their daily 
balancing proposal during and after the Settlement term if low and 
high OFO procedures do not provide the necessary supply-related 
responses, and the other Settling Parties reserve the right to oppose 
any future daily balancing proposal.20 

The referenced language, however, is not reasonable outside the context of a settlement 

that enables SoCalGas and SDG&E to still seek daily balancing if operational needs dictate.  

What reason would the Commission have for permanently banning daily balancing on the 

                                                 
19 Customer Coalition Motion at 19. 
20 D.16-06-021, mimeo., Attachment 2 (Daily Balancing Settlement) at A-5. 
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SoCalGas and SDG&E systems—particularly after the CPUC/CEC/CAISO/LADWP Reliability 

Task Force favorably referenced daily balancing as a potential reliability enhancement measure 

in its April 4, 2016 Aliso Canyon Action Plan?21  Certainly not the “continued limited 

availability of Aliso Canyon.”  This proposal by the Customer Coalition is unreasonable and 

unsupported, and should be denied by the Commission. 

2. All but one of the Daily Balancing Settlement provisions the Customer Coalition 

seek to extend have nothing to do with reliability 

The Customer Coalition refers to the Daily Balancing Settlement provisions it wishes to 

extend as “Summer Reliability Measures.”  In fact, all but one of these provisions have nothing 

to do with reliability, and extending them will not enhance system reliability in any way. 

In addition to the proposed moratorium on daily balancing proposals just discussed, the 

Customer Coalition seeks an indefinite extension of the following provisions from the Daily 

Balancing Settlement: 

2. SoCalGas and SDG&E will maintain the following temporary 
changes to their existing low and high OFO tariff provisions 
that were approved in D.16-06-021: 

 
a. Low OFO noncompliance charges for the gas flow day will 
be waived when the confirmation process limiting 
nominations to system capacity cuts previously scheduled 
BTS nominations during any of the Intraday 1-3 Cycles 
(Cycles 3-5). 

 
b. SoCalGas and SDG&E will have the discretion to waive 
OFO noncompliance charges for an electric generation 
customer who was dispatched after the Intraday 1 (Cycle 3) 
nomination deadline in response to (1) a SoCalGas System 
Operator request to an Electric Grid Operator to reallocate 
dispatched electric generation load to help maintain gas 
system reliability and integrity, or (2) an Electric Grid 
Operator request to the SoCalGas System Operator to help 

                                                 
21 April 4, 2016 CPUC, CEC, CAISO, and LADWP Aliso Canyon Action Plan to Preserve Gas and 
Electric Reliability for the Los Angeles Basin at 25-26. 
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maintain electric system reliability and integrity that can be 
accommodated by the SoCalGas System Operator at its sole 
discretion. For electric generators served by a contracted 
marketer, OFO noncompliance charges can be waived under 
this section only to the extent the contracted marketer 
nominates their electric generation customer’s gas to the 
electric generation customer’s Order Control Code. 

 
c. The existing exemption from low OFO noncompliance 
charges for daily imbalances of 10,000 therms or less will be 
extended to high OFO buyback rate charges. 

 
d. Low OFO noncompliance charges received from noncore 
customers will be credited to the noncore fixed cost account 
and low OFO noncompliance charges received from core 
customers will be credited to the core fixed cost account. 

 
3. SoCalGas and SDG&E will continue to take the following 

additional actions that were approved by D.16-06-021: 
 

a. The low OFO formula is revised so that the balancing trigger 
is based on operational constraints. SoCalGas and SDG&E will 
have the sole discretion to set the level of withdrawal capacity 
available for balancing based on operational conditions. To the 
extent operationally feasible, SoCalGas and SDG&E will 
attempt to maximize the amount of withdrawal capacity 
available for balancing, up to the amount of withdrawal 
capacity allocated to the balancing function. SoCalGas and 
SDG&E will continue to post any changes to the low OFO 
formula on Envoy. 

 
b. Injection nominations will be held to the injection capacity 
in every flowing cycle regardless of OFO status. 

 
c. SoCalGas will provide a cycle-by-cycle low OFO 
calculation on Envoy.22 

The italicized and bolded provisions above do not enhance system reliability—they 

simply provide various conveniences to SoCalGas and SDG&E customers.  In the context of an 

overall good faith and cooperative negotiation process, such temporary conveniences represented 

a reasonable accommodation to noncore customer interests.  But in the current context, with the 

                                                 
22 Customer Coalition Motion at 19-20 (emphasis added). 
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Customer Coalition seeking to impose non-reliability measures against our will based upon the 

unsupported and illogical assertion that these are somehow “Reliability Measures,” the 

provisions are unreasonable and unnecessary. 

3. The one reliability enhancement measure from the Daily Balancing Settlement 

that the Customer Coalition seeks to extend is not needed after November 30, 

2016, and could be counterproductive 

Only one portion of one of the Daily Balancing Settlement provisions that the Customer 

Coalition seeks to extend actually relates to system reliability: 

a. The low OFO formula is revised so that the balancing trigger is 
based on operational constraints. SoCalGas and SDG&E will have 
the sole discretion to set the level of withdrawal capacity available 
for balancing based on operational conditions. 

This provision is not necessary.  As discussed in more detail below,23 SoCalGas and 

SDG&E hope that we will be able to return to our normal low OFO trigger structure once Aliso 

Canyon returns to service.  It would not be helpful to have the Commission require us to keep an 

operationally-based low OFO trigger structure in place if we are able to move back to our 

standard Commission-authorized trigger structure. 

Moreover, SoCalGas already has the authority to revise its low OFO criteria to maintain 

safety and reliability: 

The criteria for determining Low OFOs may be revised as needed 
by SoCalGas to maintain the safety and reliability of the pipeline 
system. These changes, along with a supporting explanation, will 
be posted as a regular notice on the SoCalGas Envoy EBB.24 

If SoCalGas should determine that an operationally-based low OFO trigger structure is 

still needed for some or all of the upcoming winter season, it may do so pursuant to this 

                                                 
23 See Section III(C)(3). 
24 SoCalGas Rule 41(5). 
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consuming information technology work, with implementation costs expected to be at least $1 

million.28 

Even if the imbalance trading protocol proposed by the Customer Coalition had the 

potential to create reliability improvements—which it does not—their proposed protocol cannot 

be implemented this winter because of information technology constraints, and it should not even 

be considered in a proceeding kept open just to consider near-term reliability measures.29 

Even more important, however, is the issue of system reliability.  The Customer Coalition 

appears to argue at the beginning of their Motion that daily imbalance trading will somehow 

enhance natural gas system reliability: “Modified core balancing measurement and daily 

imbalance trading protocols (Winter Reliability Measures) will enhance SoCalGas’ existing tools 

to manage system reliability . . ..”30  This simply cannot be the case for something that the 

Customer Coalition argues later “will not change the overall system balance on the gas flow 

day.”31  The Customer Coalition cannot have it both ways. 

Daily imbalance trading is either harmful to reliability, or, at best, not helpful.  The 

Customer Coalition’s assertion that daily imbalance trading is “after the fact” paper transaction 

that “will not change the overall system balance on the gas flow day” potentially supports a “not 

helpful” position.  But these conclusory statements should not be taken at face value.  How can 

someone (particularly someone making an assertion under oath) state conclusively that after-the-

fact daily imbalance trading will not affect transactions during the gas day?  Logic and real-

world experience would seem to dictate otherwise. 

                                                 
28 SoCalGas Advice No. 5004, Attachment A, Appendix 2, page 33. 
29 It may be possible to create a more limited protocol that could initially be implemented without 
immediate information technology upgrades.  But such a system is not what the Customer Coalition is 
proposing, and such a system would still either reduce system reliability, or at least not help it. 
30 Customer Coalition Motion at 4. 
31 Customer Coalition Motion at 17. 
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change that should not be made without a thorough examination of the relative rights and 

responsibilities of core and noncore customers—an examination that, if it needs to take place at 

all, needs to take place in a new proceeding in which proper notice can be provided to all 

affected parties, testimony can be submitted, discovery conducted, and evidentiary hearings held.  

There should not be a rush to judgment on this topic simply because certain noncore customers 

wish to continue a battle against core customers that most recently concluded with the truce 

established by the Commission in D.07-12-019. 

1. SoCalGas’ Gas Acquisition group does not have access to the same real-time 

usage information for core customers as noncore customers do regarding their 

own usage 

SoCalGas’ Gas Acquisition group is responsible for the procurement of natural gas for 

approximately six million SoCalGas and SDG&E core customers.  Pursuant to the 2007 

“Omnibus Decision” (D.07-12-019),32 and decisions adopting low and high OFO/EFO 

requirements for SoCalGas and SDG&E,33 on low and high OFO days our core customers 

balance to a same-day forecast rather than actual usage.  In the Omnibus Decision, the 

Commission determined that core customers should balance to a forecast rather than actual usage 

because it was not physically possible to obtain real-time usage information from each core 

customer at that time.34  Despite unsupported claims to the contrary by the Customer Coalition, 

this is still the case. 

SoCalGas and SDG&E have indeed made substantial advances in building out their 

Advanced Metering Infrastructure (AMI) systems.  But it is incorrect for the Customer Coalition 

                                                 
32 Please see the next section of this Response for more on this decision and the changes it ushered in. 
33 D.15-06-004, mimeo., at 42-43 (Ordering Paragraphs 6-8); D.16-06-039, mimeo., at 65 (Ordering 
Paragraph 20). 
34 D.07-12-019, mimeo., at 57. 
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to assume that these core AMI systems are capable of providing the same information as the 

automated measurement technology available to all noncore customers.  The AMI systems 

installed by SoCalGas and SDG&E to serve their core customers are focused on eliminating the 

need for manual meter reading, providing enhanced leak detection, and on providing relevant 

prior-day usage information to individual core customers—not on aggregating usage information 

from millions of core customers on a real-time hourly or daily basis in order to facilitate the 

desire of certain noncore customers for equivalent balancing regimes. 

The question of whether core AMI systems can be used for daily balancing purposes was 

most recently raised by SCGC in Phase 2 of the most recent SoCalGas/SDG&E Triennial Cost 

Allocation Proceeding (TCAP), A.15-07-014.  In that proceeding, SoCalGas and SDG&E served 

testimony on April 11, 2016, explaining that the SoCalGas and SDG&E AMI systems are not 

designed to enable Gas Acquisition or other core balancing agents to observe and respond to 

their usage on a real-time basis.35 

As explained by Mr. Borkovich in his Phase 2 TCAP testimony, in order to provide core 

balancing agents with the daily usage information currently provided to noncore customers and 

noncore balancing agents via Envoy, SoCalGas and SDG&E would need to be able to discretely 

measure each core customer’s usage from 12 AM to 12 AM PST each day, aggregate the daily 

usage by the respective core balancing agent, report the individual and aggregated usage to the 

core balancing agent each day, and store the individual and aggregated daily usage in a form 

retrievable by the billing system that would calculate the OFO noncompliance charges each 

month and charge them to the respective core balancing agent.36  Moreover, in order to maintain 

consistent treatment between core and noncore customers, minimum and maximum daily 

                                                 
35 A.15-07-014, Ex. SCG-22 (SoCalGas/SDG&E/Borkovich). 
36 A.15-07-014, Ex. SCG-22 (SoCalGas/SDG&E/Borkovich) at 2. 
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quantities must also be determined for core customers without automated measurement 

capability installed (i.e., opt outs), and these amounts would have to be incorporated in the daily 

measurement database and be periodically updated to maintain accuracy.37 

Neither SoCalGas nor SDG&E currently have systems capable of converting these daily 

core reads into daily measurement quantities that can be allocated and aggregated to the 

respective core balancing agents for the purpose of calculating OFO noncompliance charges.38  

At SoCalGas data is not communicated every minute or even every hour between the AMI 

module (MTU) attached to the gas meter and the communications network of data collection 

units (DCU) installed across the SoCalGas service territory.  Rather, data from the MTU is 

batched and encrypted by the MTU every six hours; then on a random schedule between zero 

and six hours later, the data is communicated from the MTU to the DCU where it is then 

aggregated with other MTU data and transmitted to SoCalGas’ back-office systems.39  This 

random transmission schedule is unique for every MTU transmission and serves to ensure an 

even usage of the MTU-DCU radio network.  For system design purposes, the delay between 

when a given hourly read is taken by the MTU and when it is available and usable (e.g., 

aggregated with all other MTU reads for the same hour) in the SoCalGas back office system 

cannot be less than 14 hours.40  The delays are:  six hours for the six hourly reads that are taken 

and batched in the MTU, plus up to six hours for data transmission, and approximately two hours 

for data processing at various stages.41  At SDG&E, daily meter reads are recorded that are used 

to serve two purposes.  The primary purpose of the SDG&E gas AMI system is to collect and 

store the daily meter reads from 900,000 AMI-enabled gas meters in order to calculate the 
                                                 
37 A.15-07-014, Ex. SCG-22 (SoCalGas/SDG&E/Borkovich) at 2-3. 
38 A.15-07-014, Ex. SCG-22 (SoCalGas/SDG&E/Borkovich) at 3 and 5. 
39 A.15-07-014, Ex. SCG-22 (SoCalGas/SDG&E/Borkovich) at 4. 
40 A.15-07-014, Ex. SCG-22 (SoCalGas/SDG&E/Borkovich) at 4-5. 
41 A.15-07-014, Ex. SCG-22 (SoCalGas/SDG&E/Borkovich) at 5. 
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monthly bill for each of these customers.  The second purpose is to calculate daily usage for 

individual customers who have the smart module installed on their gas meters that allows these 

customers to view their daily usage on the SDG&E online webpage.42 

As a result, it would not be possible under the current AMI configuration for Gas 

Acquisition and other core balancing agents to receive meaningful real-time core usage 

information.  Any usage information Gas Acquisition and other core balancing agents would 

receive would be after the relevant flow day, which would completely defeat the supposed 

purpose of requiring core customers to balance to actual usage rather than a same-day forecast.  

System reliability would not be enhanced by requiring core customers to balance to a usage 

figure that is only known after the relevant flow day.  Rather, core customers would simply be 

subjected to penalties that they would have no ability to mitigate. 

The Customer Coalition asserts that changes can be made to software and our current 

approach to delivery of AMI information.  And on one level, that assertion may be correct—with 

enough time and enough money, our AMI systems might be able to be reconfigured to provide 

Gas Acquisition and other core balancing agents with core usage that is real-time, or at least 

reasonably close to real-time.  But any such changes would take a substantial amount of time to 

implement, and require substantial additional expenditures.  Information Technology changes are 

never quick, and the large-scale changes that would be required to change our AMI systems in 

the manner contemplated by the Customer Coalition cannot be completed in time for this winter 

season.  Moreover, any changes to our AMI systems will be complex, owing at least in part to 

the fact that we are dealing with highly sensitive customer information and because we are 

dealing with many millions of customer meters, not to mention the complexity involved in the 

management of the data exchange and connections to our billing systems. 
                                                 
42 A.15-07-014, Ex. SCG-22 (SoCalGas/SDG&E/Borkovich) at 3. 
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SoCalGas and SDG&E have not attempted to come up with a time or dollar estimate for 

what would be involved for us to meet the core balancing demands of the Customer Coalition.  

Software upgrades are certain to be expensive, and there are undoubtedly many related costs.  

But one obvious cost is the additional battery replacement cost if we switch from transmittals 

from the MTU to the DCU every six hours to transmittals every hour.  A quick, back-of-the 

envelope estimate is that such a change would reduce meter battery life from approximately 20 

years to approximately 7 years—with an associated additional annual cost in excess of $90 

million. 

SoCalGas and SDG&E do not believe the limited system reliability benefits that might be 

gained from requiring core customers to balance to actual usage would be worth anything close 

to $90 million a year, let alone the even greater all-in cost that would result from software 

upgrades and other related changes and reconfigurations.  Bottom line, requiring core customers 

to balance to actual usage is not possible in the short-term, and it likely does not make sense 

financially in the longer-term.  The Commission should dismiss this proposal, and continue the 

core balancing regime first established almost a decade ago in D.07-12-019.  If the Commission 

is nonetheless interested in pursuing this further, it should make it clear that any and all costs 

associated with changing the current approach to core balancing—i.e., additional battery costs, 

software upgrade costs, and any other costs associated with such a change—will be paid for 

directly by the noncore customers demanding the change, and not by core customers. 

2. The current balancing rules represent a delicate balance of policy concerns 

In D.07-12-019, the Commission approved a wide range of revisions to the natural gas 

operations and service offerings of SoCalGas and SDG&E, relating to core operations, 

unbundled storage, and provisions for expansion of storage capacities, among other things.  One 
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such change was the adoption of simultaneous core balancing and minimum flow proposals 

designed (1) to treat core customers more like noncore customers, (2) to address concerns that 

noncore customers may currently view the core as having a “privileged” position with respect to 

system balancing, and (3) to address the fact that the core was shouldering all system minimum 

flow responsibilities.43  The Commission adopted these interrelated proposals, taking minimum 

flow responsibilities away from bundled core customers; providing core with balancing service 

equal to 10% of core burn (which provided core with an additional 300 MMcf/day of peak 

withdrawal capacity); and making both core and noncore customers subject to the same 

balancing requirements (with core balancing to a same-day forecast).44 

In D.07-12-019 the Commission took steps to make the core more like other customers.  

But it did not change the fact that core and noncore customers are still in fundamentally different 

positions.  Bundled core customers are required to fill storage every year,45 providing reliability 

benefits to all system customers.46  Conversely, noncore customers have no obligation to store 

even a therm of gas.  Moreover, Gas Acquisition is responsible for procuring most Company Use 

gas and all Lost and Unaccounted For (LUAF) gas, and the bundled core can still be called upon 

as a provider of last resort for Southern System reliability.47 

                                                 
43 D.07-12-019, mimeo., at 52. 
44 D.07-12-019, mimeo., at 52-57. 
45 Bundled core customers are required to meet both a July 31 mid-season storage target, and an October 
31 storage target.  The October 31 target essentially requires bundled core to fill all of its storage 
inventory rights every year.  See SoCalGas Preliminary Statement Part VIII (Gas Cost Incentive 
Mechanism) C(7). 
46 When Gas Control calls on storage withdrawals to prevent curtailments, it does not check to see 
whether the gas is being withdrawn by core or noncore customers; instead it simply tells the relevant 
storage fields to go on withdrawal.  Accordingly, the significant storage rights allocated to and paid for by 
core customers, and the obligation of core customers to fill their inventory rights every year—no matter 
what is taking place in the natural gas marketplace—benefit all customers, not just core customers. 
47 SoCalGas Rule 41(14). 



20 

In addition, the bundled core is in a very different position from noncore customers from 

a procurement standpoint.  Some noncore customers have stable loads—e.g., a glass plant that 

has the same operational schedule virtually every day—and others have loads that vary 

tremendously from day to day—e.g., a quick-start electric generator.  But all noncore customers, 

even the largest ones, have the ability to act nimbly in the competitive marketplace because of 

their relatively limited size, and their ability to enter into whatever commercial arrangements 

they wish to make.  The bundled core is in a very different position.  First, the bundled core 

represents a huge number of individual customers, and serving those customers requires a very 

large quantity of natural gas every day.  Whereas noncore customers can act nimbly in the 

competitive marketplace—Lamborghinis or Priuses if you will—the bundled core is much more 

like an 18-wheeler that takes a long time to start and a long time to stop.  This inability to move 

nimbly is compounded by the fact that the bundled core needs to meet storage requirements not 

imposed on noncore customers, and the fact that the bundled core is required to hold a 

substantial amount of interstate capacity at all times.48 

The Commission should not impose new balancing requirements on core customers 

without carefully examining whether other aspects of the core/noncore relationship need to be 

changed.  Should core customers be the only customers on our system with an obligation to put 

gas into storage?  Should bundled core customers be the only customers on our system who have 

an obligation to hold interstate capacity?  Moreover, the Commission should be careful not to 

create unintended consequences for bundled core customers.  Savvy marketers are likely 

salivating at the idea of new requirements that force bundled core customers to either buy or sell 

significant supplies during late gas day cycles.  Any revised approach to core balancing should 

                                                 
48 D.04-09-022, mimeo., at 29.  See, e.g. SoCalGas Advice No, 5006, Updates to SoCalGas’ Capacity 
Planning Ranges Based on the 2016 California Gas Report. 
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carefully consider the relative rights and obligations of core and noncore customers, and the 

potential for harm to core customers that may result from such changes. 

3. The Customer Coalition oversells the potential for reliability problems created 

by core customers balancing to a forecast 

The Customer Coalition starts with the premise that core customers balancing to a 

forecast creates the potential for substantial system reliability problems.  This premise is not well 

founded. 

SoCalGas and SDG&E agree that, all other things being equal, balancing to a forecast—

even a flow-day forecast as the core does now—is somewhat less accurate than balancing to 

actual usage.  Forecasts, no matter how carefully constructed, cannot take into account all factors 

that affect actual usage.  But the fact that core actual usage will invariably vary from forecast 

usage does not lead to an inevitable conclusion that such discrepancies—which have always 

existed—create a system reliability problem. 

The Customer Coalition assumes that all load variations on the system are equal.  This 

assumption is not accurate.  Changes in bundled core usage are almost always a function of 

temperature variation, and changes in temperature occur over time—they are almost never as 

dramatic, at least from a system operator standpoint, as a large quick-start electric generation unit 

starting up on an un-forecasted basis.  Moreover, bundled core load is spread out among millions 

of residential and small businesses located throughout a geographically huge service territory—

as a result, temperature-driven changes in core usage put less strain on our system than changes 

of a similar magnitude in electric generator or large noncore customer usage, especially since 

that large noncore usage is often concentrated in one location such as the Los Angeles Basin or 

San Diego. 
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In addition, Customer Coalition predictions of core-driven reliability problems this winter 

do not take the return of Aliso Canyon into account.  SoCalGas expects high injection rates to 

begin at Aliso Canyon prior to the upcoming winter season, which, in turn, will allow the field to 

provide significant deliverability for winter reliability.  Rather than allocating just 170 MMcfd of 

withdrawal for balancing, as has been the norm during most of the summer, SoCalGas will be 

able to allocate 525 MMcfd of withdrawal to the balancing function.  These operational changes 

should result in SoCalGas/SDG&E low OFO frequencies more similar to those on the PG&E 

system.  Although there may be a few days each winter where core actual demand exceeds the 

core forecast by 200 MMcf, this error can be much more easily accommodated when 525 

MMcfd of withdrawal, rather than 170 MMcfd, is allocated to the balancing function. 

As for high OFOs, injection capability will increase significantly once Aliso Canyon is 

operational again and the Aliso Canyon Turbine Replacement project (ACTR) is in place.  

SoCalGas will be able to allocate 345 MMcfd of injection to the balancing function, which will 

typically allow 10% tolerances on high OFO days rather than the more restrictive 5% tolerances 

that were needed with Aliso Canyon basically inoperative during the summer. 

4. The fact that the recent CPUC/ CEC/ CAISO/ LADWP Reliability Winter 

Action Plan mentions core balancing favorably does not change any of the facts 

or policy issues relating to core balancing 

SoCalGas and SDG&E anticipate that the Customer Coalition will attempt to make much 

of the fact that the August 22, 2016 Aliso Canyon Gas and Electric Reliability Winter Action 

Plan issued by the Commission, the California Energy Commission (CEC), the California 

Independent System Operator (CAISO), and the Los Angeles Department of Water and Power 

(LADWP) contains the following as one of its 10 “mitigation measures”: 
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Add Core Balancing Rules. SoCalGas is responsible, with certain 
exceptions, for buying and scheduling the natural gas it uses to 
serve core customers. Unlike noncore customers who must balance 
their scheduled gas quantities to their actual demand (something 
that is often difficult for electric generators whose load is driven 
both by weather and the electricity market), SoCalGas balances its 
core loads to a forecast. In other words, noncore customers are 
responsible for forecast error. SoCalGas is not responsible for any 
forecast error. 
 
A look at the gas balance tables in Appendix C shows monthly 
demand for core customers, even in a winter with normal weather, 
often to be in excess of 1500 mmcfd. The monthly balancing 
tolerance allowing a 10 percent difference between demand and 
supply could, in theory, easily be more than the 150 mmcfd 
identified as the maximum supply and demand differential 
tolerable while Aliso Canyon is not in full service. Noncore 
customers (including electric generators) can be completely in 
balance while SoCalGas is responsible for doing nothing to reduce 
a core customer imbalance that could be large enough to put the 
system in stress. 
 
SoCalGas should assure that meter read information for the first 
portion of the gas day is analyzed and transmitted to the system 
operators. The operators should then update the gas quantities 
scheduled for core customers to achieve a better match of core 
customer gas purchases and actual core gas demand. CPUC action 
will be required to put this measure in place.49 

It is not surprising that this “mitigation measure” would be included in an action plan co-

authored by LADWP—LADWP is a member of SCGC, which in turn is one of the 

representatives of the Customer Coalition, and this proposed mitigation measure mirrors the 

arguments and assertions by the Customer Coalition in this present proceeding. 

But the inclusion of core balancing to actual usage in the Winter Action Plan does not 

change any of the underlying facts—requiring core customers to balance to actual usage is not 

feasible, and any such requirement will simply create unavoidable penalties for core customers; 

the current system of noncore customers balancing to actual usage and core customers balancing 
                                                 
49 August 22, 2016 CPUC, CEC, CAISO, and LADWP Aliso Canyon Gas and Electric Reliability Winter 
Action Plan at 21. 
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It would not surprise SoCalGas and SDG&E for the Customer Coalition to argue 

“Waiver—you agreed to discuss daily imbalance trading during the Customer Forum,” 

“Waiver—you agreed to discuss daily imbalance trading in Phase 2,” or “Waiver—you included 

a host of non-reliability measures in the Daily Balancing Settlement.”  To the extent such 

argument is raised, SoCalGas and SDG&E firmly disagree with it.  Yes, SoCalGas and SDG&E 

agreed to discuss daily imbalance trading during the Customer Forum and in the context of good 

faith Phase 2 settlement negotiations, and we agreed to a number of non-reliability measures in 

the Daily Balancing Settlement as part of the compromises inherent in coming to a negotiated 

agreement.  But our consideration of non-reliability measures was because of noncore customer 

interest, not because we believed any of these measures would enhance system reliability.  

Moreover, such discussions cannot somehow transform something that is potentially harmful to 

reliability into a “reliability measure.” 

The situation is highlighted by the Daily Balancing Settlement provision which provides 

that: “From the beginning of the Settlement term through July 1, 2016, the high OFO buyback 

rate will be double the otherwise applicable buy-back rate.”51  Does this provision enhance 

reliability?  Absolutely not.  If anything, by effectively eliminating high OFO penalties for 

approximately a month, it was potentially harmful to reliability.  But in the context of an overall 

good faith and cooperative negotiation process, such a limited, short-term measure was a 

reasonable accommodation to noncore customer interest, particularly since SoCalGas also has 

the operational ability to limit receipt point availability to avoid system over-pressurization if 

high OFO requirements are not having their intended effect. 

                                                 
51 D.16-06-021, mimeo., Attachment 2 (Daily Balancing Settlement) at A-3.  This is one of the few Daily 
Balancing Settlement provisions that the Customer Coalition is not seeking to extend. 
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• On July 15, 2016, Customer Coalition members Shell and AReM used their 

“response” to an unrelated SoCalGas advice filing59 to ask the Commission to 

require SoCalGas to seek authorization for daily imbalance trading, even though 

this concept was under consideration in our confidential Rule 12 settlement 

discussions in this proceeding.60 

• On July 29, 2016—the same day this proceeding was reopened—the Customer 

Coalition made a unilateral demand for alternative dispute resolution (ADR), 

stating that “settlement negotiations have not been sufficiently productive.”  On 

August 1, 2016 SoCalGas and SDG&E declined to participate in ADR, explaining 

as follows: 

The first principle of ADR is that it should be voluntary: 
“Generally, participation in ADR processes should be 
voluntary.  Disputing parties cannot be forced to agree.”  
(ALJ-185 at p. 5.)  ADR in this proceeding would not be 
voluntary.  Moreover, the fact that the Customer Coalition 
submitted this communication without waiting even a day 
for an answer from SoCalGas and SDG&E, and the fact 
that the Customer Coalition copied the entire service list 
rather than just you, strongly suggests that their request is 
an effort on their part to gain negotiating leverage, not an 
olive branch. 

   . . . 

SoCalGas, SDG&E, and the Customer Coalition were in 
the midst of Rule 12 settlement discussions when the 
Commission closed this proceeding on July 14.  Now that 
the Commission has re-opened the proceeding (on July 29, 
the same day as the Customer Coalition’s note), SoCalGas 
and SDG&E would be willing to engage in further Rule 12 
settlement discussions. 

                                                 
59 Advice Letter (AL) 4978, filed by SoCalGas on June 22, 2016, to obtain preauthorization to enter into 
baseload contracts to support Southern System reliability for the months of August and September, 2016. 
60 The July 21, 2016 disposition letter from the Energy Division approving SoCalGas AL 4978 and 
rejecting Shell and AReM’s daily imbalance trading proposal is Attachment B to this Response. 
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On August 1, 2016 ALJ Hymes responded to the Customer Coalition’s ADR 

demand as follows: 

Southern California Gas Company (SoCalGas) and San 
Diego Gas and Electric Company (SDG&E) have declined 
to participate in the Commission’s Alternative Dispute 
Resolution (ADR) process, as requested by Southern 
California Edison and other parties.  SoCalGas and 
SDG&E correctly emphasize that the ADR process is 
voluntary and that disputing parties cannot be forced to 
participate.  Thus, no neutral judge will be assigned to this 
proceeding through the ADR program. 

However, SoCalGas and SDG&E indicated that because 
the Commission has reopened A.15-06-020, it is willing to 
engage in further Rule 12 settlement discussion.  Hence, 
parties are strongly encouraged to continue the use of Rule 
12 processes until further instructions are provided.  
Additional procedural guidance will be provided to you by 
the assigned Administrative Law Judge.61 

• After the Commission reopened the curtailment proceeding on July 29, SoCalGas 

and SDG&E reached out to the parties discussing settlement—of whom the self-

styled “Customer Coalition” is just a subset—and SoCalGas and SDG&E 

arranged and hosted Rule 12 settlement meetings on August 9 and August 11.  

But then on August 11—after our Rule 12 settlement meeting earlier in the day—

Customer Coalition members Shell and AReM filed a protest to SoCalGas Advice 

Letter 5004 (Annual Customer Forum Report).  In their protest Shell and AReM 

asked the Commission to approve a detailed four-part protocol for the trading of 

“scheduled quantities.”  This protocol comes not from the Customer Forum, but 

instead from a confidential settlement term sheet presented by SoCalGas and 

                                                 
61 Given these explicit communications regarding SoCalGas and SDG&E being open to additional Rule 
12 settlement discussions, the following statement from the Customer Coalition Motion is puzzling and 
troubling: “SoCalGas responded to the request for ADR on August 1 in an email to Administrative Law 
Judge Kelly Hymes, rejecting ADR and implying it would not engage in further settlement discussions.”  
Customer Coalition Motion at 6 (emphasis added). 
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SDG&E to Shell, AReM, and the other settlement parties during confidential Rule 

12 settlement discussions in A.15-06-020.62 

• On August 17 (after business hours), SCE submitted the Customer Coalition’s 

Motion for Consideration of Winter Reliability Measures.  Moreover, SCE and 

the Customer Coalition submitted this motion without consulting with SoCalGas 

and SDG&E.63 

• On August 26, 2016 SCGC’s counsel made a public proposal for requiring core 

customers to balance to actual usage at the Winter Reliability Workshop hosted 

by the CPUC, CEC, CAISO, and LADWP in Diamond Bar.  Attendees at this 

Workshop included Commission decisionmakers (President Picker and 

Commissioner Sandoval).64 

These litigation filings and SCGC’s public presentation are the only responses SoCalGas 

and SDG&E have received to our most recent settlement overtures, and they have effectively put 

an end to ongoing settlement discussions—discussions that SoCalGas and SDG&E once naively 

assumed were productive and on a path to continue.  Settlement discussions cannot be effectively 

                                                 
62 SoCalGas’ August 29, 2016 reply to Shell and AReM’s protest is Attachment C to this Response.  On 
August 31, 2016, Shell and AReM served a four-page “Response” to our Reply, even though GO 96-B 
Section 7.4.3 specifically says “The protestant may not reply to the utility's reply.”  In their “Response,” 
Shell and AReM argue that their proposal for the trading of scheduled quantities does not reveal 
confidential settlement discussions because the basic concept of daily imbalance trading is not 
confidential, and because SoCalGas and SDG&E supposedly cannot demonstrate harm from Shell and 
AReM’s conduct.  SoCalGas and SDG&E are dismayed by the Rule 12 violations themselves, but the fact 
that Shell and AReM think what they did is ok is almost worse—and further demonstrates that additional 
settlement discussions in this proceeding are likely pointless. 
63 Counsel for Shell and AReM did provide telephonic notice to SoCalGas of this impending filing on the 
afternoon of August 17, but it was simply to inform SoCalGas that a filing would be made later that day. 
64 It is not clear to SoCalGas and SDG&E why this presentation by SCGC is not a violation of the 
Commission’s ex parte rules.  Mr. Pedersen’s presentation: (1) concerned a substantive issue in a formal 
proceeding, (2) it took place between an interested person and a decisionmaker, and (3) it did not occur in 
a public hearing, workshop, or other public forum noticed by ruling or order in the proceeding, or on the 
record of the proceeding (Rule 8.1).  Yet SCGC did not comply with the advance notice requirement of 
Rule 8.3 or the reporting requirement of Rule 8.4. 
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temporary Daily Balancing Settlement provisions, daily imbalance trading, or changes to current 

core balancing requirements.  Such procedures will not be helpful to reliability in any 

meaningful way (and daily imbalance trading is potentially harmful).  Rather, the answer, at least 

from our standpoint, would be adoption of temporary daily balancing, as referenced by the 

CPUC/CEC/CAISO/LADWP Reliability Task Force in its April 4, 2016 Aliso Canyon Action 

Plan.66  Such provisions, combined with our existing OFO/EFO authority, could provide more 

operational certainty this winter if we end up facing unanticipated supply or capacity disruptions. 

SoCalGas and SDG&E are comfortable closing this proceeding without resurrecting our 

earlier request for temporary daily balancing requirements.  But if the Customer Coalition is 

bound and determined to pursue their incorrectly labelled “reliability measures” in this 

proceeding, and the Commission agrees that such pursuit is worthwhile, then temporary daily 

balancing authority—perhaps on a contingent basis that is only triggered by certain operational 

circumstances, and perhaps at a level different than 5%—should also be considered.  Of the four 

proposals, temporary daily balancing is the only one that actually has the potential to enhance 

system reliability.  Moreover, it is the only proposal that is actually now within the specified 

scope of this proceeding: 

The issues to be addressed in this proceeding are expanded to 
include the need for temporarily establishing five percent daily 
balancing on the SoCalGas and SDG&E systems to address 
operational constraints at the Aliso Canyon storage field.67 

                                                 
66 April 4, 2016 CPUC, CEC, CAISO, and LADWP Aliso Canyon Action Plan to Preserve Gas and 
Electric Reliability for the Los Angeles Basin at 25-26.  Tighter balancing rules for noncore customers is 
also one of the 10 Mitigation Measures set forth in the recent Winter Action Plan issued by this same 
group.  See August 22, 2016 Aliso Canyon Gas and Electric Reliability Winter Action Plan at 20. 
67 Assigned Commissioner’s Amended Scoping Memo and Ruling at 2. 
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ATTACHMENT A 

 
Copy of E-mail Service of the Motion of Southern California 

Edison Company (U 338-E) on Behalf of the Customer 
Coalition for Consideration of Winter Reliability Measures 



1

Mock, Joseph

From: Legal.Admin@sce.com
Sent: Wednesday, August 17, 2016 6:01 PM
To: Mock, Joseph
Subject: [EXTERNAL]  A.15-06-020:  Motion Of Southern California Edison Company (U 338-E) 

On Behalf Of The Customer Coalition For Consideration Of Winter Reliability Measures
Attachments: A1506020-SCE Motion for Consideration of Winter Reliability Measures.pdf; A1506020-

CoS-SCE Motion for Consideration of Winter Reliability Measures.pdf

Importance: High

�
To�the�official�service�list�in�A.15�06�020:�
�
Attached�is�MOTION�OF�SOUTHERN�CALIFORNIA�EDISON�COMPANY�(U�338�E)�ON�BEHALF�OF�THE�CUSTOMER�
COALITION�FOR�CONSIDERATION�OF�WINTER�RELIABILITY�MEASURES�which�was�e�filed�with�the�Commission's�San�
Francisco�docket�office�today,�August�17,�2016.�
�
����(See�attached�file:�A1506020�SCE�Motion�for�Consideration�of�Winter�
�������������������������Reliability�Measures.pdf)�
��(See�attached�file:�A1506020�CoS�SCE�Motion�for�Consideration�of�Winter�
�������������������������Reliability�Measures.pdf)�
�
�
Courtesy�copies�have�been�sent�via�UPS�Overnight�Delivery�to�ALJ�Maribeth�Bushey.�
�
Regards,�
�
���Legal�Administration�
���Southern�California�Edison�Company�
���Telephone:�(626)�302�2810�
���Fax:�(626)�302�1935�
���E�mail:��legal.admin@sce.com�
�
�����������������������������������������������������������������������
This�email�originated�outside�of�Sempra�Energy.�Be�cautious�of�attachments,�web�links,�or�requests�for�information.�



ATTACHMENT B 

CPUC Disposition Letter Approving SoCalGas Advice Letter 
4978 – Temporary Revisions to Rule No. 41









ATTACHMENT C 

SoCalGas Reply to Shell and AReM Protest of Advice Letter 
5004 – 2016 Post-Forum Report 

 



August 29, 2016 

Energy Division 
Attention: Tariff Unit 
California Public Utilities Commission 
505 Van Ness Avenue 
San Francisco, CA 94102 

Re:   Reply to Protests of SoCalGas Advice No. (AL) 5004 – 2016 Post-Forum Report 
in Compliance with Decision (D.) 09-11-006 

Dear Tariff Unit: 

Pursuant to General Order (GO) 96-B, Southern California Gas Company (SoCalGas) hereby 
replies to the August 11, 2016 protest of Shell Energy North America (US), L.P. (Shell) and 
The Alliance for Retail Energy Markets (AReM) to AL 5004.1

Background 

On August 1, 2016, SoCalGas filed AL 5004 to present its Post-Forum Report regarding the 
2016 Customer Forum held on June 2, 2016, in Downey, California.2

In their protest, Shell and AReM assert that SoCalGas’ Post-Forum Report is incomplete 
because it fails to identify development of a protocol for the trading of daily imbalances as a 
“necessary action,” and Shell and AReM request that the Commission direct SoCalGas to file 
an advice letter by September 1, 2016, to seek approval of the daily imbalance trading 
protocol described in Shell and AReM’s protest.3

SoCalGas’ Reply to Shell and AReM’s Protest 

For following reasons, the Shell/AReM protest is not well founded, and the relief requested by 
Shell and AReM should not be authorized by the Commission. 

                     
1 Although Shell and AReM submitted their protest on August 11, 2016, protests to AL 5004 are 
actually due on August 22, 2016, with replies to all protests due five business days later, on August 29, 
2016 (GO 96-B (section 7.4.3)). 
2 SoCalGas holds customer forums annually, and the ground rules for these forums are set forth in 
SoCalGas Rule No. 41. 
3 Shell/AReM Protest at 1. 

Ronald van der Leeden
Director 

Regulatory Affairs 

555 W. Fifth Street, GT14D6 
Los Angeles, CA  90013-1011 

Tel:  213.244.2009 
Fax:  213.244.4957 

RvanderLeeden@semprautilities.com



Energy Division - 2 - August 29, 2016 
Tariff Unit 

   

1. Shell and AReM’s protest violates Rule 12 

In their protest, Shell and AReM claim that their proposed daily imbalance trading protocol 
“can be implemented with limited tariff charges, with no changes to SoCalGas’ electronic 
bulletin board (“EBB”), and with minimal costs.”4  However, during the 2016 Customer Forum 
SoCalGas presented concepts that could not be expeditiously implemented, and would not be 
low cost.  As explained by Slide 33 in SoCalGas’ Customer Forum presentation: 

• Cost and implementation time lag from Commission 
authorization depends on what version of daily imbalance 
trading is adopted 

• At minimum, implementation costs would be expected to be $1 
million or more 

• Time requirements for implementation would also be expected 
to be extended depending on what other authorized changes 
to the ENVOY system are in the queue5

SoCalGas’ Post-Forum Report also concludes with the following statements: 

SoCalGas presented, for discussion purposes, several possible 
options for daily imbalance trading at the Forum. Any of these 
proposed options would require extensive IT work, and 
implementation costs are expected to be at least $1 million.6

Shell and AReM style their daily imbalance trading proposal as a necessary part of 
SoCalGas’ 2016 Post-Forum Report.  But the Shell/AReM proposal actually comes directly 
from ongoing confidential settlement negotiations in Application (A.) 15-06-020—the 
application by SoCalGas and San Diego Gas & Electric Company (SDG&E) to revise their 
curtailment procedures. 

In their Protest, Shell and AReM present a detailed four-part protocol for the trading of 
“scheduled quantities.”7  This protocol comes not from the Customer Forum, but instead from 
a confidential settlement term sheet presented by SoCalGas and SDG&E to Shell, AReM, 
and several other parties to A.15-06-020, most recently on August 9, 2016.  SoCalGas will not 
compound the harm created by Shell and AReM’s disclosure by further discussing the 
confidential term sheet, the negotiations that led to it, or the negotiations regarding provisions 
in the term sheet that were underway when Shell and AReM filed their protest.  Moreover, we 
will also not describe the changes to the SoCalGas/SDG&E term sheet provisions made by 
Shell and AReM to reflect their positions during settlement negotiations.  But SoCalGas and 
SDG&E have retained all written A.15-06-020 settlement communications, and we believe we 
would be able to conclusively demonstrate to the Commission that the Shell/AReM daily 
imbalance trading proposal comes directly from our confidential settlement negotiations, and 
not from discussions at the Customer Forum. 

                     
4 Shell/AReM Protest at 3. 
5 SoCalGas AL 5004, Attachment A, Appendix 2, page 33. 
6 SoCalGas AL 5004, Attachment A, page 7. 
7 Shell/AReM Protest at 3.



Energy Division - 3 - August 29, 2016 
Tariff Unit 

   

Rule 12 of the Commission’s Rules of Practice and Procedure provides as follows: 

No discussion, admission, concession or offer to settle, whether 
oral or written, made during any negotiation on a settlement shall 
be subject to discovery, or admissible in any evidentiary hearing 
against any participant who objects to its admission.  Participating 
parties and their representatives shall hold such discussions, 
admissions, concessions, and offers to settle confidential and 
shall not disclose them outside the negotiations without the 
consent of the parties participating in the negotiations.8

SoCalGas and SDG&E did not and do not consent to the disclosure of the confidential 
settlement information contained in Shell and AReM’s protest.  For that reason alone, the 
Commission should deny Shell and AReM’s protest. 

Settlement discussions in Commission proceedings need to be governed by trust and 
conducted in good faith.  Shell and AReM breached the trust invested in them by SoCalGas 
and SDG&E (and the other parties to the settlement discussions in A.15-06-020) when Shell 
and AReM violated their Rule 12 confidentiality obligations. 

It is not good faith for a party to engage in settlement discussions while simultaneously 
seeking to obtain one portion of the draft settlement via a protest to an unrelated advice 
filing.9

SoCalGas and SDG&E are deeply troubled by Shell and AReM’s protest.  SoCalGas and 
SDG&E spent substantial time and effort in the context of settlement negotiations in a good 
faith effort to try to come up with a short-term approach to daily imbalance trading that might 
balance competing concerns, and might be potentially workable in the context of a broad-
based settlement.  To have another party to the settlement discussions turn that one portion 
of our confidential draft settlement term sheet into a public request for relief (after making 
changes that SoCalGas and SDG&E were unwilling/unable to make during settlement 
discussions) is truly disappointing.  In denying Shell and AReM’s protest, the Commission 
should explain that it expects parties to Commission proceedings to conduct themselves in 
good faith, and that it will not put up with further Rule 12 violations by Shell and AReM. 

2. The relief requested by Shell and AReM would contravene GO 96-B 

As explained above, Shell and AReM want the Commission to direct SoCalGas to file an 
advice letter to seek approval of the daily imbalance trading protocol described in Shell and 
AReM’s protest.  This proposal is contrary to GO 96-B. 

In A.15-06-020, Shell, AReM, and several other parties have recently submitted a motion 
requesting that the Commission adopt several proposals, including daily imbalance trading.10

                     
8 Rule 12.6. 
9 The most recent Rule 12 settlement conference in A.15-06-020 was held on August 11, 2016—the 
morning of the day Shell and AReM submitted their protest to AL 5004.  At the end of both the August 9 
and August 11 settlement meetings, SoCalGas and SDG&E had the impression that settlement 
discussions would be continuing. 
10 A.15-06-020, August 17, 2016 Motion of Southern California Edison Company on Behalf of the 
Customer Coalition for Consideration of Winter Reliability Measures. 
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Even if the relief proposed by Shell and AReM in their protest of AL 5004 would otherwise be 
appropriate (it is not), it would be improper for SoCalGas to submit an advice filing seeking 
relief that is already being sought by other parties in an active Commission proceeding. 

GO 96-B provides that an advice filing may be protested on several grounds, including 
improper service, relief that would violate statute or Commission order, material errors or 
omissions, and “relief requested in the advice letter is pending before the Commission in a 
formal proceeding.”11  In addition, “the Industry Division will . . . reject without prejudice an 
advice letter whose disposition would require an evidentiary hearing or otherwise require 
review in a formal proceeding.”  Pursuant to these provisions in GO 96-B, an advice filing by 
SoCalGas seeking approval of a daily imbalance trading imbalance protocol would need to be 
summarily rejected by the Energy Division. 

3. Shell and AReM do not present an accurate picture of discussions during the 
SoCalGas Customer Forum 

Shell and AReM assert that during the 2016 SoCalGas Customer Forum, “consensus was 
reached that a protocol for trading daily imbalances is ‘necessary’ and should be implemented 
expeditiously.”12  This statement is false. 

As explained by SoCalGas in its Post-Forum Report, we “did not develop a consensus daily 
imbalance trading protocol to present in this Post-Forum Report,” and “these proposals need 
to be more fully developed, and that this topic is more appropriately addressed outside of the 
post-Forum advice filing process.”13  SoCalGas included the topic of daily balancing in its 
Customer Forum presentation because of customer interest, not because we support it or 
believe that it will be good for our system.  As noted above, SoCalGas presented—for 
discussion purposes only—several possible options for daily imbalance trading that could 
potentially be considered at some point in the future.  SoCalGas made it clear that we were 
not making a proposal, and we pointed out during the Forum that any of the options 
presented would require extensive and time-consuming information technology work, with 
implementation costs expected to be at least $1 million.14

No actionable imbalance trading proposal came out of the Customer Forum, and certainly no 
consensus was reached that such a proposal would be necessary.  To the contrary, 
SoCalGas does not support daily imbalance trading, at least at the present time.  We believe 
that such a process could dilute the incentive for customers to comply with low and high 
OFO/EFO requirements, thereby making the system less reliable—and we are facing a winter 
in which reliability will be particularly crucial. 

4. Shell and AReM do not present an accurate view of the Customer Forum 
process itself 

Shell and AReM assert that tariff changes to implement daily imbalance trading are a 
necessary result of the SoCalGas Customer Forum process.  As with so much else in the 
Shell/AReM protest, this assertion is not well founded. 

                     
11 GO 96-B General Rule 7.4.2.
12 Shell/AReM Protest at 2. 
13 SoCalGas Post-Forum Report at 6-7 (emphasis added). 
14 SoCalGas Advice No. 5004, Attachment A, Appendix 2, page 33. 
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SoCalGas’ Rule No. 41 provides the following direction regarding tariff changes coming out of 
the Customer Forum process: 

The Utility shall file each post-Forum report resulting from the 
Forum with the CPUC by Advice Letter no later than 60 days 
after conclusion of the relevant Forum.  The Utility shall also 
submit any tariff changes proposed in the Forum and agreed-to 
by the Utility for the CPUC approval by Advice Letter no later 
than 60 days after conclusion of each Forum.15

The Customer Forum process was established to develop constructive dialogue and 
information exchange, not to require SoCalGas to make tariff changes against its will.  As a 
Commission-regulated utility with public service obligations, SoCalGas must be able to control 
what goes into its tariffs.  Only utilities can file applications and advice filings to change their 
own tariffs, and the Customer Forum process described in Rule No. 41 does not alter this 
fundamentally important fact.  Per the Rule No. 41 language set forth above, only tariff 
changes “agreed to by the Utility” will be submitted to the Commission for approval.  And 
SoCalGas most certainly has not agreed to the tariff changes being promoted by Shell and 
AReM.16

5. Shell and AReM’s arguments in favor of customer daily imbalance trading are 
not well founded 

Shell/AReM argue that customer daily imbalance trading would not harm reliability because 
they are just “an accounting process.”17  SoCalGas respectfully disagrees.  Yes, on one level 
daily imbalance trading would be an accounting process to the extent the process results in 
accounting entries.  But it would be a process with potential real-world consequences 
because customers would know that they have an opportunity to trade out of any imbalances 
incurred on low and high OFO/EFO days—potentially leaving SoCalGas, SDG&E, and our 
other customers vulnerable to flowing supply shortfalls and over-pressurizations. 

SoCalGas and SDG&E have backed away, at least for the time being, from their request for 
daily balancing requirements.  Instead we hope to weather the upcoming winter using our 
operational capabilities in conjunction with low and high OFO/EFO requirements.  Now is not 
the time to potentially dilute the effectiveness of such OFO/EFO requirements by requiring 
SoCalGas to implement customer daily imbalance trading. 

Finally, no matter whether Shell/AReM or SoCalGas are correct regarding the factual issue of 
whether customer daily imbalance trading would dilute the effectiveness of SoCalGas’ low 
and high OFO/EFO requirements, a protest to an advice filing that does not propose daily 
imbalance trading is most definitely not an appropriate vehicle to resolve the issue.  A factual 
                     
15 SoCalGas Rule No. 41(26) (emphasis added).
16 In addition, the Shell/AReM protest will almost certainly lead to more limited discussions in future 
Customer Forums.  Now that Shell and AReM have demonstrated that any new concept discussed at 
the forum, no matter how preliminary or infeasible, can result in demands that we implement the 
concept post haste, SoCalGas has no choice but to limit forum conversations to the information 
specified in Rule No. 41.  It is unfortunate that the conduct of one or two parties can potentially put an 
end to an otherwise useful less-structured information exchange process. 
17 Shell/AReM protest at 3.






